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(1) Has modified the boundaries of 
the area; 

(2) Has failed to make progress in 
achieving the benchmarks set forth in 
the strategic plan; or 

(3) Has not complied substantially 
with the strategic plan. 

(b) Letter of warning. Before revoking 
the designation of an urban area as an 
Empowerment Zone or Enterprise Com-
munity, the Secretary will issue a let-
ter of warning to the nominating 
State(s) and local government(s): 

(1) Advising that the Secretary has 
determined that the nominating local 
government(s) and/or State(s) has: 

(i) Modified the boundaries of the 
area; or 

(ii) Is not complying substantially 
with, or has failed to make progress in 
achieving the benchmarks set forth in 
the strategic plan prepared pursuant to 
§ 597.200(c); and 

(2) Requesting a reply from all in-
volved parties within 90 days of the re-
ceipt of this letter of warning. 

(c) Notice of revocation. After allowing 
90 days from the date of receipt of the 
letter of warning for response, and 
after making a determination pursuant 
to paragraph (a) of this section, the 
Secretary may issue a final notice of 
revocation of the designation of the 
urban area as an Empowerment Zone 
or Enterprise Community. 

(d) Notice to affected Federal agencies. 
HUD will notify all affected Federal 
agencies providing assistance in an 
urban Empowerment Zone or Enter-
prise Community of its determination 
to revoke any designation pursuant to 
this section or to modify a designation 
pursuant to § 597.402(b). 

Subpart F—Special Rules 

§ 597.500 Indian Reservations. 

No urban Empowerment Zone or En-
terprise Community may include any 
area within an Indian reservation. 

§ 597.501 Governments. 

If more than one State or local gov-
ernment seeks to nominate an urban 
area under this part, any reference to 
or requirement of this part shall apply 
to all such governments. 

§ 597.502 Nominations by economic de-
velopment corporations or the Dis-
trict of Columbia. 

Any urban area nominated by an 
Economic Development Corporation 
chartered by the State in which it is 
located or by the District of Columbia 
shall be treated as nominated by a 
State and local government. 

§ 597.503 Use of census data. 
Population and poverty rate data 

shall be determined by the most recent 
decennial census data available. 

PART 598—URBAN EMPOWERMENT 
ZONES: ROUND TWO AND THREE 
DESIGNATIONS 

Subpart A—General Provisions 

Sec. 
598.1 Applicability and scope. 
598.2 Objective and purpose. 
598.3 Definitions. 
598.4 Period of designation. 

Subpart B—Eligibility Requirements 

598.100 Eligibility requirements. 
598.105 Data used for eligibility determina-

tions. 
598.110 Tests of pervasive poverty, unem-

ployment and general distress. 
598.115 Poverty rate. 

Subpart C—Nomination Procedure 

598.200 Who nominates an area for designa-
tion? 

598.205 What are the requirements for nomi-
nation? 

598.210 What certifications must govern-
ments make? 

598.215 What are the purpose and content of 
the strategic plan? 

Subpart D—Designation Process 

598.300 Procedure for submitting a nomina-
tion. 

598.305 Designation factors. 

Subpart E—Post-Designation Requirements 

598.400 HUD grants for planning activities. 
598.405 Environmental review. 
598.408 Lead-based paint requirements. 
598.410 Public access to materials and pro-

ceedings. 
598.415 Reporting. 
598.420 Periodic progress determinations. 
598.425 Validation of designation. 
598.430 Revocation of designation. 
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Subpart F—Special Rules 

598.500 Indian reservations. 
598.505 Governments. 
598.510 Nominations by Economic Develop-

ment Corporations or the District of Co-
lumbia. 

598.515 Alaska and Hawaii. 

Subpart G—Empowerment zone grants 

598.600 Applicability. 
598.605 Implementation plan. 
598.610 Resident benefit standards. 
598.615 Economic development standards. 
598.620 Evaluation, monitoring, and en-

forcement. 

AUTHORITY: 26 U.S.C. 1391; 42 U.S.C. 3535(d). 

SOURCE: 63 FR 19155, Apr. 16, 1998, unless 
otherwise noted. 

Subpart A—General Provisions 
§ 598.1 Applicability and scope. 

(a) This part establishes policies and 
procedures applicable to the second and 
third rounds of designations of urban 
Empowerment Zones, authorized under 
Subchapter U of the Internal Revenue 
Code of 1986 (26 U.S.C. 1391, et seq.), as 
amended. Any reference to, or require-
ment of, Round II in this part is also a 
reference to, or requirement of, Round 
III. 

(b) This part contains provisions re-
lating to area requirements, the nomi-
nation process for urban Empowerment 
Zones, and the designation and evalua-
tion of these Zones by HUD. Provisions 
dealing with the nomination and des-
ignation of rural Empowerment Zones 
are issued by the Department of Agri-
culture. 

[63 FR 19155, Apr. 16, 1998, as amended at 66 
FR 35855, July 9, 2001] 

§ 598.2 Objective and purpose. 
The purpose of this part is to provide 

for the establishment of Empowerment 
Zones in urban areas, to stimulate the 
creation of new jobs—empowering low- 
income persons and families receiving 
public assistance to become economi-
cally self-sufficient—and to promote 
revitalization of economically dis-
tressed areas. 

§ 598.3 Definitions. 
In addition to the definitions of 

‘‘HUD’’ and ‘‘Secretary’’ found in 24 

CFR 5.100, the following definitions 
apply to this part. 

Census tract means a census tract, as 
the term is used by the Bureau of the 
Census, or, if census tracts are not de-
fined for the area, a block numbering 
area. 

Designation means the process by 
which the Secretary designates urban 
areas as Empowerment Zones eligible 
for tax incentives and credits estab-
lished by Subchapter U of the Internal 
Revenue Code of 1986, as amended (26 
U.S.C. 1391, et seq.) and for special con-
sideration for programs of Federal as-
sistance. 

Developable site means a parcel of 
land in a nominated area that may be 
developed for commercial or industrial 
purposes. 

Empowerment Zone means an urban 
area so designated by the Secretary in 
accordance with this part. 

HHS means the U.S. Department of 
Health and Human Services. 

Local government means any county, 
city, town, township, parish, village, or 
other general purpose political subdivi-
sion of a State, and any combination of 
these political subdivisions that is rec-
ognized by the Secretary. 

Nominated area means an area nomi-
nated by one or more local govern-
ments and the State or States in which 
it is located for designation in accord-
ance with this part. 

Revocation of designation means the 
process by which the Secretary may re-
voke the designation of an urban area 
as an Empowerment Zone . (See sub-
part E of this part.) 

State means any State of the United 
States. 

Urban area means: 
(1) An area that lies inside a Metro-

politan Statistical Area (MSA), as des-
ignated by the Office of Management 
and Budget; or 

(2) An area outside an MSA if the ju-
risdiction of the nominating local gov-
ernment documents: 

(i) The urban character of the area, 
or 

(ii) The link between the area and 
the proposed area in the MSA. 

[63 FR 19155, Apr. 16, 1998, as amended at 72 
FR 71016, Dec. 13, 2007] 
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§ 598.4 Period of designation. 
The designation of an urban area as 

an Empowerment Zone will remain in 
full effect during the period beginning 
on the date of designation and ending 
on the earliest of: 

(a) The close of the tenth calendar 
year beginning on the date of designa-
tion; 

(b) The termination date designated 
by the State and local Governments in 
their application for nomination; or 

(c) The date the Secretary modifies 
or revokes the designation. 

Subpart B—Eligibility Requirements 
§ 598.100 Eligibility requirements. 

A nominated urban area is eligible 
for designation in accordance with this 
part only if the area: 

(a) Has a maximum population that 
is the lesser of: 

(1) 200,000; or 
(2) The greater of 50,000 or ten per-

cent of the population of the most pop-
ulous city located within the nomi-
nated area; 

(b) Is one of pervasive poverty, unem-
ployment and general distress, as de-
scribed in § 598.110; 

(c) Does not exceed twenty square 
miles in total land area, excluding up 
to three noncontiguous developable 
sites that are exempt from the poverty 
criteria; 

(d) Has a continuous boundary, or 
consists of not more than three non- 
contiguous parcels meeting the poverty 
criteria, and not more than three non-
contiguous developable sites exempt 
under § 598.115(c)(1) from the poverty 
rate criteria; 

(e) Is located entirely within the ju-
risdiction of the unit or units of gen-
eral local government making the 
nomination, and is located in no more 
than two contiguous States; and 

(f) Does not include any portion of a 
central business district, as this term 
is used in the most recent Census of 
Retail Trade, unless the poverty rate 
for each census tract in the district is 
not less than 35 percent. 

§ 598.105 Data used for eligibility de-
terminations. 

(a) Source of data. The data to be used 
in determining the eligibility of an 

area is from the 1990 Decennial Census, 
and from information published by the 
Bureau of the Census and the Bureau of 
Labor Statistics. Specific information 
on appropriate data to be submitted 
will be provided in the application. 

(b) Use of statistics on boundaries. The 
boundary of an urban area nominated 
for designation as an Empowerment 
Zone must coincide with the bound-
aries of census tracts, as defined in 
§ 598.3. 

§ 598.110 Tests of pervasive poverty, 
unemployment and general dis-
tress. 

(a) Pervasive poverty. Pervasive pov-
erty is demonstrated by evidence that: 

(1) Poverty, as indicated by the num-
ber of persons listed as being in pov-
erty in the 1990 Decennial Census, is 
widespread throughout the nominated 
area; or 

(2) Poverty, as described above, has 
become entrenched or intractable over 
time (through comparison of 1980 and 
1990 census data or other relevant evi-
dence). 

(b) Unemployment. Unemployment is 
demonstrated by: 

(1) The most recent data available in-
dicating that the annual rate of unem-
ployment for the nominated area is not 
less than the national annual average 
rate of unemployment; or 

(2) Evidence of especially severe eco-
nomic conditions, such as military 
base or plant closings or other condi-
tions that have brought about signifi-
cant job dislocation within the nomi-
nated area. 

(c) General distress. General distress is 
evidenced by describing adverse condi-
tions within the nominated urban area 
other than those of pervasive poverty 
and unemployment. Below average or 
decline in per capita income, earnings 
per worker, number of persons on wel-
fare, per capita property tax base, aver-
age years of school completed, substan-
tial population decline, and a high or 
rising incidence of crime, narcotics 
use, homelessness, high incidence of 
AIDS, abandoned housing, deteriorated 
infrastructure, school dropouts, teen 
pregnancy, incidence of domestic vio-
lence, incidence of certain health con-
ditions and illiteracy are examples of 
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appropriate indicators of general dis-
tress. 

§ 598.115 Poverty rate. 

(a) General. In order to be eligible for 
designation, an area’s poverty rate 
must satisfy the following criteria: 

(1) In each census tract within a 
nominated urban area, the poverty rate 
must be not less than 20 percent; and 

(2) For at least 90 percent of the cen-
sus tracts within the nominated urban 
area, the poverty rate must be not less 
than 25 percent. 

(b) Special rules relating to the deter-
mination of poverty rate—(1) Census 
tracts with populations of less than 2,000. 
A census tract that has a population of 
less than 2,000 is treated as having a 
poverty rate that meets the require-
ments of paragraphs (a)(1) and (a)(2) of 
this section if more than 75 percent of 
the tract is zoned for commercial or in-
dustrial use, and the tract is contig-
uous to one or more other census 
tracts that have an actual poverty rate 
of not less than 25 percent. 

(2) Rounding up of percentages. In 
making the calculations required by 
this section, the Secretary will round 
all fractional percentages of one-half 
percent or more up to the next highest 
whole percentage figure. 

(c) Noncontiguous parcels. (1) Non-
contiguous parcels that are develop-
able sites are exempt from the poverty 
rate criteria of paragraph (a) of this 
section, for up to three developable 
sites. 

(2) The total area of the noncontig-
uous parcels that are developable sites 
exempt from the poverty rate criteria 
of paragraph (a) of this section must 
not exceed 2,000 acres. 

(3) A nominated urban area must not 
contain a noncontiguous parcel unless 
such parcel separately meets the cri-
teria set forth at paragraphs (a)(1) and 
(2) of this section, except for up to 
three developable sites. 

(4) There must not be more than 
three noncontiguous parcels, except 
that up to three developable sites are 
not included in this limit. 

Subpart C—Nomination Procedure 

§ 598.200 Who nominates an area for 
designation? 

Applicants for empowerment zone 
designation must be nominated by the 
State or States and one or more local 
government(s) in which the area is lo-
cated, except as provided in §§ 598.500, 
598.510, and 598.515. The nomination 
must be submitted in a form to be pre-
scribed by HUD in the application and 
in the document announcing the initi-
ation of the designation process, and 
must contain complete and accurate 
information. 

(Approved by the Office of Management and 
Budget under Control Number 2506–0148) 

[63 FR 19155, Apr. 16, 1998, as amended at 63 
FR 53262, Oct. 2, 1998] 

§ 598.205 What are the requirements 
for nomination? 

(a) General. No urban area may be 
considered for designation in accord-
ance with subpart D of this part unless: 

(1) The urban area is within the juris-
diction of a State or States and local 
government(s) that have the authority 
to nominate the urban area for des-
ignation and that provide written as-
surances satisfactory to the Secretary 
that the strategic plan described in 
§ 598.215 will be implemented, and these 
governments submit its nomination; 

(2) All information furnished by the 
nominating State(s) and local govern-
ment(s) is determined by the Secretary 
to be reasonably accurate; and 

(3) The application for designation is 
complete, as described in paragraph (b) 
of this section. 

(b) Contents of application for designa-
tion. The application for designation of 
an urban area as an Empowerment 
Zone must do the following: 

(1) Demonstrate that the nominated 
urban area satisfies the eligibility cri-
teria set forth in subpart B of this part; 

(2) Include a strategic plan, as de-
scribed in § 598.215; 

(3) Include the certifications de-
scribed in § 598.210; 

(4) Include the 1990 census maps 
showing the following: 

(i) The boundaries of the local gov-
ernment(s): and 
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(ii) The boundaries of the nominated 
area, including any developable sites; 
and 

(5) Include such other information as 
may be required by HUD in the applica-
tion or in the document announcing 
the initiation of the designation proc-
ess. 

(Approved by the Office of Management and 
Budget under Control Number 2506–0148) 

[63 FR 19155, Apr. 16, 1998, as amended at 63 
FR 53262, Oct. 2, 1998] 

§ 598.210 What certifications must gov-
ernments make? 

Certifications must be submitted by 
the State(s) and local government(s) 
requesting designation stating that: 

(a) The nominated urban area satis-
fies the boundary tests of § 598.100(d); 

(b) The nominated urban area is one 
of pervasive poverty, unemployment 
and general distress, as prescribed by 
§ 598.110; 

(c) The nominated urban area con-
tains no portion of an area that is in-
cluded in an Empowerment Zone or 
any other area currently nominated for 
designation as an Empowerment Zone 
(but it may include an Enterprise Com-
munity); 

(d) Each nominating governmental 
entity has the authority to: 

(1) Nominate the urban area for des-
ignation as an Empowerment Zone; 

(2) Make the commitments required 
of nominating entities by § 598.215(b); 
and 

(3) Provide written assurances satis-
factory to the Secretary that the stra-
tegic plan will be implemented. 

(e) Provide that the nominating gov-
ernments or corporations agree to 
make available all information re-
quested by HUD to aid in the evalua-
tion of progress in implementing the 
strategic plan; and 

(f) Provide assurances that the nomi-
nating governments will administer 
the Empowerment Zone program in a 
manner that affirmatively furthers fair 
housing on the basis of race, color, na-
tional origin, religion, sex, disability, 

and familial status (presence of chil-
dren). 

(Approved by the Office of Management and 
Budget under Control Number 2506–0148) 

[63 FR 19155, Apr. 16, 1998, as amended at 63 
FR 53262, Oct. 2, 1998; 72 FR 71016, Dec. 13, 
2007] 

§ 598.215 What are the purpose and 
content of the strategic plan? 

(a) Principles of strategic plan. The 
strategic plan, which accompanies the 
application for designation, must be 
developed in accordance with four key 
principles: 

(1) Strategic Vision for Change, 
which identifies what the community 
will become and a strategic map for re-
vitalization. The vision should build on 
assets and coordinate a response to 
community needs in a comprehensive 
fashion. It also should set goals and 
performance benchmarks for meas-
uring progress and establish a frame-
work for evaluating and adjusting the 
revitalization plan; 

(2) Community-Based Partnerships, 
involving the participation of all seg-
ments of the community, including the 
political and governmental leadership, 
community groups, local public health 
and social service departments and 
nonprofit groups providing similar 
services, environmental groups, local 
transportation planning entities, pub-
lic and private schools, religious orga-
nizations, the private and nonprofit 
sectors, centers of learning, and other 
community institutions and individual 
citizens; 

(3) Economic Opportunity, including 
job creation within the community and 
throughout the region, entrepreneurial 
initiatives, small business expansion, 
job training and other important job 
readiness and job support services, 
such as affordable child care and trans-
portation services, that may enable 
residents to be employed in jobs that 
offer upward mobility; 

(4) Sustainable Community Develop-
ment, to advance the creation of liv-
able and vibrant communities through 
comprehensive approaches that coordi-
nate economic, physical, environ-
mental, community and human devel-
opment. These approaches should pre-
serve the environment and historic 
landmarks, address ‘‘brownfields’’ 
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clean-up and redevelopment, explore 
the economic development advantages 
of energy efficiency and use of renew-
able energy resources, and improve 
transportation, education, public safe-
ty, and enhanced access to information 
and technology among all segments of 
the community. 

(b) Elements of strategic plan. The 
strategic plan must include the fol-
lowing elements: 

(1) Vision and values: The commu-
nity’s strategic vision for change—a 
statement of what the community be-
lieves its future should be, and a state-
ment of the community’s values that 
guided the creation of the vision. Ex-
plain how the vision creates economic 
opportunity, encourages self-suffi-
ciency and promotes sustainable com-
munity development. 

(2) Community assessment: A com-
prehensive assessment of existing con-
ditions and trends within the commu-
nity, which includes, as a minimum: 

(i) Assessment of problems and opportu-
nities. A description and assessment of 
the trends and conditions within the 
community and of the surrounding re-
gion that form the basis of the stra-
tegic plan. The assessment will include 
an analysis of the strengths and assets 
of the community and region, as well 
as needs and problems, and should in-
clude a description of poverty and gen-
eral distress, barriers to economic de-
velopment and barriers to human de-
velopment; and 

(ii) Resource analysis. An assessment 
of the resources available to the com-
munity, including potential resources 
outside the nominated area, to address 
identified problems and needs, and 
maximize opportunities that exist 
within the community. Such resources 
may include financial, technical, 
human, cultural, educational, leader-
ship, volunteerism, communications, 
transportation and commerce centers, 
rail and mass transit linkages, redevel-
opable land (including land, such as 
ports, that can be designated as ‘‘de-
velopable sites’’ under the additional 
2,000 acres available), public space, in-
frastructure, and other community and 
regional assets that form the basis for 
the formulation and implementation of 
the strategic plan. 

(3) Goals: A statement of a com-
prehensive and holistic set of goals to 
be achieved through implementation of 
the strategic plan throughout the 10- 
year implementation period, and a 
statement of the strategies the com-
munity proposes to use to achieve the 
strategic plan goals, and the identifica-
tion of priority objectives. 

(4) Implementation plan: A detailed 
plan that outlines how the community 
will implement its strategic plan. The 
plan will include: 

(i) Projects and programs. Provide, for 
the first two-year implementation pe-
riod, the following: 

(A) A narrative outlining the specific 
projects and programs that will be im-
plemented that will result in the 
achievement of the community’s goals; 

(B) Proposed timelines for imple-
menting identified projects and pro-
grams; 

(C) Identification of lead implemen-
ters of identified projects and pro-
grams, along with innovative partner-
ships that will be utilized to insure 
maximum community participation 
and project sustainability; 

(D) Proposed budgets for each identi-
fied project or program, including pro-
jected costs, and sources of funding. In-
formation on sources of funding will in-
clude whether the funding is antici-
pated or committed, and whether fund-
ing is conditioned upon the designation 
of the community as an Empowerment 
Zone. Evidence of committed funding 
is required, and may include letters of 
commitment, resolutions of support, or 
similar documentation as outlined in 
paragraph (b)(6) of this section. Fund-
ing may include cash and in-kind sup-
port from Federal, State and local gov-
ernments, non-profit organizations, 
foundations, private businesses and 
other entities that will assist in the 
implementation of the strategic plan. 

(E) Baselines and proposed measur-
able outputs; 

(ii) Tax incentive utilization plan. A 
plan for integrating the new business 
tax incentives that are available to 
designated Empowerment Zones into 

VerDate Aug<31>2005 14:39 May 01, 2008 Jkt 214079 PO 00000 Frm 00324 Fmt 8010 Sfmt 8010 Y:\SGML\214079.XXX 214079rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R



315 

Ofc. of Asst. Secy., Comm. Planning, Develop., HUD § 598.215 

the nominated area’s business develop-
ment efforts. The Round II tax incen-
tives include Tax-Exempt Bond Fi-
nancing, Increased Section 179 Deduc-
tion, Welfare-to-Work Credit, Environ-
mental Cleanup Cost Deduction (i.e., 
‘‘Brownfields Tax Incentive’’), and the 
Work Opportunity Tax Credit. For a 
description of the tax incentives, see 
IRS Publication 954, ‘‘Tax Incentives 
for Empowerment Zones and Other Dis-
tressed Communities’’; 

(iii) Developable sites plan. If the nom-
inated area is to include developable 
sites, a plan to describe how the use of 
these parcels would benefit residents 
and businesses of the nominated area; 

(iv) Governance plan. A Governance 
Plan for the administration of the stra-
tegic plan implementation process, 
which will include the following: 

(A) The name of the proposed lead 
implementing entity, and other major 
administrative entities and their pro-
posed or actual legal status and au-
thority to receive and administer Fed-
eral funds. The strategic plan may be 
implemented by the local govern-
ments(s) and/or by the State(s) nomi-
nating an urban area for designation 
and/or by nongovernmental entities 
identified in the strategic plan; 

(B) Evidence that the lead imple-
menting entity and other key entities 
participating in the strategic plan im-
plementation have the capacity to im-
plement the plan; 

(C) Proposed composition and date of 
establishment of any governance 
boards, advisory boards, commissions 
or similar bodies that will be estab-
lished to manage the implementation 
of the strategic plan. Specific informa-
tion will be included regarding rep-
resentation of residents and businesses 
of the proposed Empowerment Zone 
area, and how members of the boards 
or commissions will be selected; 

(D) The relationship between any 
governance structure created and local 
governments and other major commu-
nity or regional organizations, such as 
a metropolitan planning organization, 
operating in the same geographic area; 

(E) The methods by which stake-
holders within the Zone will be kept in-
formed about Zone activities and 
progress in implementing the strategic 
plan, including a description of plans 

for meetings open to the public. The 
community should utilize modern com-
munication techniques and incorporate 
the Internet in order to enhance the 
communication and access to informa-
tion among all stakeholders and par-
ticipants; and 

(F) The methods and procedures that 
will ensure continuing community and 
grassroots participation in the imple-
mentation of the strategic plan and in 
the governance of the Zone’s activities. 

(v) Community performance assessment. 
Methods the community will use to as-
sess its own performance in imple-
menting the strategic plan, and the 
process it will use to continually re-
view the plan and amend as appro-
priate. 

(5) Strategic planning process docu-
mentation: A description of the process 
the community used to select the 
boundaries of the proposed Empower-
ment Zone, including the developable 
sites, and to prepare the Strategic 
Plan. The documentation will: 

(i) Explain how the community par-
ticipated in choosing the area that is 
being nominated and why the area was 
nominated; 

(ii) Indicate and briefly describe the 
specific groups, organizations, and in-
dividuals participating in the produc-
tion of the plan and describe the his-
tory of these groups in the community; 

(iii) Explain how participants were 
selected and provide evidence that the 
participants, taken as a whole, broadly 
represent the racial, cultural, gender, 
and economic diversity of the commu-
nity; 

(iv) Describe the role of the partici-
pants in the creation, development and 
future implementation of the plan; and 

(v) Identify two or three topics ad-
dressed in the plan that caused the 
most serious disagreements among par-
ticipants and describe how those dis-
agreements were resolved; and 

(6) Documentation of commitments: Let-
ters of commitment, resolutions com-
mitting public or private resources, 
and other documentation that will 
demonstrate the level of public and pri-
vate resources, both inside and outside 
the nominated area, that will be avail-
able to implement the Strategic Plan 
and increase economic opportunity in 
the nominated Empowerment Zone. 
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(c) Prohibition against business reloca-
tion. The strategic plan may not in-
clude any action to assist any estab-
lishment in relocating from one area 
outside the nominated urban area to 
the nominated urban area, except that 
assistance for the expansion of an ex-
isting business entity through the es-
tablishment of a new branch, affiliate, 
or subsidiary is permitted if: 

(1) The establishment of the new 
branch, affiliate, or subsidiary will not 
result in a decrease in employment in 
the area of original location or in any 
other area where the existing business 
entity conducts business operations; 
and 

(2) There is no reason to believe that 
the new branch, affiliate, or subsidiary 
is being established with the intention 
of closing down the operations of the 
existing business entity in the area of 
its original location or in any other 
area where the existing business entity 
conducts business operations. 

(Approved by the Office of Management and 
Budget under Control Number 2506–0148) 

[63 FR 19155, Apr. 16, 1998, as amended at 63 
FR 53262, Oct. 2, 1998; 72 FR 71016, Dec. 13, 
2007] 

Subpart D—Designation Process 

§ 598.300 Procedure for submitting a 
nomination. 

(a) Establishment of submission proce-
dures. HUD will establish a time period 
and procedures for the submission of 
nominations for designation as Em-
powerment Zones, including submis-
sion deadlines and addresses, in a docu-
ment announcing the initiation of the 
designation process. 

(b) Acceptance for processing. HUD will 
accept for processing those nomina-
tions for designation as Empowerment 
Zones that HUD determines have met 
the criteria required by this part. 

(c) Publication of designations. An-
nouncements of those nominated urban 
areas designated as Empowerment 
Zones will be made by publication in 
the FEDERAL REGISTER. 

§ 598.305 Designation factors. 
In choosing among nominated urban 

areas eligible for designation, the Sec-
retary will consider: 

(a) Quality of strategic plan. The qual-
ity of the strategic plan (see 
§ 598.215(b)); 

(b) Quality of commitments. The qual-
ity and breadth of the commitments 
made in connection with the strategic 
plan (see § 598.215(b)); and 

(c) Other factors. Other factors estab-
lished by HUD, as specified in a FED-
ERAL REGISTER notice. 

Subpart E—Post-Designation 
Requirements 

§ 598.400 HUD grants for planning ac-
tivities. 

(a) HUD will award planning grants 
up to $100,000 to each of the Empower-
ment Zones designated in accordance 
with this part. 

(b) Eligible recipients for these 
grants are the lead unit of general 
local government that received des-
ignation under this part, or its des-
ignee. These recipients may subgrant 
all or part of the planning grant to 
qualified subgrantees, such as commu-
nity organizations, agencies of local 
government, regional planning authori-
ties, or planning consultants. 

(c) Eligible planning activities in-
clude: hiring and development of staff, 
consulting services, publication of ma-
terials, community outreach and par-
ticipation, governing board training, 
and similar activities that are intended 
to: 

(1) Expand the planning capacity of 
the designee local government, the 
governing board, and/or participating 
entities, such as community organiza-
tions; 

(2) Help the designee plan the imple-
mentation of the strategic plan; and 

(3) Help the designee to develop its 
performance measurement process. 

(d) The document announcing the ini-
tiation of the designation process de-
scribes the procedures for award of 
these planning grants, post-award re-
porting requirements with respect to 
the grants, and the uniform require-
ments applicable to all Federal grants. 

§ 598.405 Environmental review. 
Where any EZ’s strategic plan or any 

revision thereof proposes the use of 
HUD EZ Grant Funds for activities 
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that are not excluded from environ-
mental review under 24 CFR 50.19(b), 
the EZ shall supply HUD with all avail-
able, relevant information necessary 
for HUD to perform any environmental 
review required by 24 CFR part 50. 

[72 FR 71016, Dec. 13, 2007] 

§ 598.408 Lead-based paint require-
ments. 

The Lead-Based Paint Poisoning Pre-
vention Act (42 U.S.C. 4821–4846), the 
Residential Lead-Based Paint Hazard 
Reduction Act of 1992 (42 U.S.C. 4851– 
4856), and the lead-based paint require-
ments set forth at part 35, subparts A, 
B, J, K, and R of this title apply to the 
activities funded by HUD under this 
program. 

[69 FR 34275, June 21, 2004] 

§ 598.410 Public access to materials 
and proceedings. 

After designation, an area designated 
an EZ must make available to the pub-
lic copies of the strategic plan and sup-
porting documentation and must con-
duct its meetings in accordance with 
applicable open meetings statutes. 
HUD may make the strategic plan and 
supporting documentation available to 
members of the public. 

§ 598.415 Reporting. 

(a) Empowerment Zones designated 
in accordance with this part must sub-
mit periodic reports to HUD. These re-
ports must identify the community, 
local government and State actions 
that have been taken in accordance 
with the strategic plan and provide no-
tice of updates and modifications to 
the strategic plan. In addition to these 
reports, such other information relat-
ing to designated Empowerment Zones 
as HUD requests from time to time, in-
cluding information documenting non-
discrimination in hiring and employ-
ment by businesses within the des-
ignated Empowerment Zone, must be 
submitted promptly. 

(b) The States must submit periodic 
reports to HUD, demonstrating compli-
ance with the certifications it is re-

quired to submit in accordance with 
this part. 

(Approved by the Office of Management and 
Budget under Control Number 2506–0148) 

[63 FR 19155, Apr. 16, 1998, as amended at 63 
FR 53262, Oct. 2, 1998] 

§ 598.420 Periodic progress determina-
tions. 

HUD will regularly evaluate the 
progress of implementation of the stra-
tegic plan in each designated Em-
powerment Zone on the basis of avail-
able information. HUD also may com-
mission evaluations of the Empower-
ment Zone program as a whole by an 
impartial third party, at such intervals 
as HUD may establish. 

§ 598.425 Validation of designation. 
(a) On the basis of the periodic 

progress determinations described in 
§ 598.420, and subject to the provisions 
relating to the revocation of designa-
tion in § 598.430, HUD will make find-
ings on the continuing eligibility for 
and the validity of the designation of 
any Empowerment Zone. 

(b) HUD may approve an Empower-
ment Zone’s request for boundary 
modification, subject to the require-
ments specified in subpart B of this 
part. 

§ 598.430 Revocation of designation. 
(a) Basis for revocation. The Secretary 

may revoke the designation of an 
urban area as an Empowerment Zone if 
the Secretary determines, on the basis 
of the periodic progress determination 
described at § 598.420, that the State(s) 
or local government(s) in which the 
urban area is located: 

(1) Has modified the boundaries of 
the area without written approval from 
HUD; 

(2) Has failed to make progress in im-
plementing the strategic plan; or 

(3) Has not complied substantially 
with the strategic plan. 

(b) Letter of warning. Before revoking 
the designation of an urban area and 
an Empowerment Zone, the Secretary 
will issue a letter of warning to the 
nominating State(s) and local govern-
ment(s), with a copy to all affected 
Federal agencies of which the Sec-
retary is aware; 
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(1) Advising that the Secretary has 
determined that the nominating local 
government(s) and/or State(s) has: 

(i) Modified the boundaries of the 
area without written approval from 
HUD; or 

(ii) Is not complying substantially 
with, or has failed to make progress in 
implementing the strategic plan; and 

(2) Requesting a reply from the nomi-
nating entities within 90 days of the re-
ceipt of this letter of warning. 

(c) Notice of revocation. To revoke the 
designation, the Secretary must issue a 
final notice of revocation of the des-
ignation of the urban area as an Em-
powerment Zone, after allowing 90 days 
from the date of receipt of the letter of 
warning for response, and after making 
a determination in accordance with 
paragraph (a) of this section. 

(d) Notice to affected Federal agencies. 
HUD will notify all affected Federal 
agencies of which it is aware, of its de-
termination to revoke any designation 
in accordance with this section. 

(e) Effect of revocation. Upon revoca-
tion of an EZ’s designation, the des-
ignation and remaining benefits may 
be awarded to the next highest ranked 
Round II applicant. 

(f) Publication. The final notice of 
revocation of designation will be pub-
lished in the FEDERAL REGISTER, and 
the revocation will be effective on the 
date of publication. 

(Approved by the Office of Management and 
Budget under Control Number 2506–0148) 

[63 FR 19155, Apr. 16, 1998, as amended at 63 
FR 53262, Oct. 2, 1998] 

Subpart F—Special Rules 

§ 598.500 Indian reservations. 
(a) An area within an Indian reserva-

tion (as defined in section 168(j)(6) if 
the Internal Revenue Code, 26 U.S.C. 
168(j)(6)) may be included in an area 
nominated as an Empowerment Zone 
by State and local governments. An 
area completely within an Indian res-
ervation may be nominated by the res-
ervation governing body and, in that 
case, the area is treated as if it also 
were nominated by a State and a local 
government. Where two (or more) gov-
erning bodies have joint jurisdiction 
over an Indian reservation, the nomi-

nation of a reservation area must be a 
joint nomination. 

(b) For purposes of paragraph (a) of 
this section, a reservation governing 
body must be the governing body of an 
Indian entity recognized and eligible to 
receive services from the Bureau of In-
dian Affairs, United States Department 
of Interior. 

§ 598.505 Governments. 

If more than one State or local gov-
ernment seeks to nominate an urban 
area under this part, any reference to 
or requirement of this part applies to 
all such governments. 

§ 598.510 Nominations by Economic 
Development Corporations or the 
District of Columbia. 

Any urban area nominated by an 
Economic Development Corporation 
chartered by the State in which it is 
located or by the District of Columbia 
shall be treated as nominated by a 
State and local government. 

§ 598.515 Alaska and Hawaii. 

A nominated area in Alaska or Ha-
waii is deemed to satisfy the criteria of 
distress, size, and poverty rate detailed 
in § 598.100(b), (c), (d), and (f), and 
§ 598.110 if, for each census tract or 
block numbering area within the area, 
20 percent or more of the families have 
income that is 50 percent or less of the 
statewide median family income (as de-
termined under section 143 of the Inter-
nal Revenue Code). 

Subpart G—Empowerment Zone 
Grants 

SOURCE: 72 FR 71016, Dec. 13, 2007, unless 
otherwise noted. 

§ 598.600 Applicability. 

This subpart applies to a project or 
activity proposed by an Empowerment 
Zone after January 14, 2008 to be under-
taken with funds appropriated by Con-
gress and made available by HUD spe-
cifically for use by the EZ. These funds 
are referred to as ‘‘HUD EZ Grant 
Funds.’’ 

VerDate Aug<31>2005 14:39 May 01, 2008 Jkt 214079 PO 00000 Frm 00328 Fmt 8010 Sfmt 8010 Y:\SGML\214079.XXX 214079rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R



319 

Ofc. of Asst. Secy., Comm. Planning, Develop., HUD § 598.610 

§ 598.605 Implementation plan. 
(a) Implementation plan content. An 

EZ must submit an implementation 
plan for HUD approval that addresses 
each project or activity proposed to be 
undertaken by the EZ with HUD EZ 
Grant Funds. The implementation plan 
must: 

(1) Describe the project or activity; 
(2) Identify the completion date or 

duration of the project or activity; 
(3) Provide the total cost of the 

project or activity; 
(4) Identify the amount of HUD EZ 

Grant Funds to be used for the project 
or activity; and 

(5) Include a narrative description of 
how the project or activity meets the 
resident benefit and economic develop-
ment standards of this subpart. 

(b) Proposed funded project or activity. 
The project or activity proposed in the 
implementation plan is subject to the 
following requirements: 

(1) The Federal requirements listed 
in 24 CFR 5.105; 

(2) The governmentwide, Uniform Ad-
ministrative Requirements for Grants 
and Cooperative Agreements to State, 
Local and Federally Recognized Indian 
Tribal Governments at 24 CFR part 85; 

(3) The requirements of the Uniform 
Relocation Assistance and Real Prop-
erty Acquisition Policies Act of 1970 
(URA) (42 U.S.C. 4601 et seq.); 

(4) The environmental review and ap-
proval requirements of 24 CFR part 50; 

(5) The provisions of the Memo-
randum of Agreement (MOA) setting 
forth the obligations and requirements 
that the state and local governments, 
as Empowerment Zone designees, have 
agreed to meet as signatories of the 
agreement. 

(6) Recipients of the HUD EZ Grant 
Funds also must adhere to the require-
ments set forth in the provisions of the 
grant agreement for HUD EZ Grant 
Funds. 

§ 598.610 Resident benefit standards. 
The project or activity described in 

an implementation plan submitted for 
HUD approval by an EZ to describe the 
planned use of HUD EZ Grant Funds 
must meet one of the following three 
standards of resident benefit for deter-
mining the amount of HUD EZ Grant 

Funds that may be used to fund a par-
ticular project or activity: 

(a) Principal benefit standard—(1) Ben-
efits other than jobs. If a majority (51 
percent) of the direct beneficiaries of 
the project or activity described in the 
implementation plan reside within the 
EZ, the project or activity may be fully 
assisted with HUD EZ Grant Funds. 

(2) Jobs benefit. In any case where the 
direct benefits to be provided by a 
project or activity described in an im-
plementation plan will be in the form 
of jobs, the project may be fully as-
sisted with HUD EZ Grant Funds if at 
least 35 percent of the jobs are taken 
by, or made available to, EZ residents. 
A job satisfies this 35 percent require-
ment if the EZ resident is employed by 
the employer for at least 90 days dur-
ing the year. For purposes of this 35 
percent requirement, an employer may 
rely on a certification by the employee 
that provides to the employer the ad-
dress of the employee’s principal resi-
dence, and requires the employee to no-
tify the employer of a change of the 
employee’s principal residence. 

(3) Presumed benefit. Certain commer-
cial revitalization activities that are 
located and undertaken in an EZ and 
that provide services to both EZ resi-
dents and non-residents (e.g., super-
markets, drug stores) will presume to 
meet the 51 percent principal benefit 
standard in paragraph (a)(1) of this sec-
tion, provided that the EZ maintains 
written documentation that briefly de-
scribes the activity, its service area, 
and the rationale for presuming that 
the activity meets the 51 percent prin-
cipal benefit standard. 

(b) Proportional benefit standard. If a 
project or activity described in an im-
plementation plan cannot meet the 
principal benefit standard of paragraph 
(a) of this section, the percent of the 
cost of the project or activity that may 
be assisted with HUD EZ Grant Funds 
may not be greater than the percent of 
all persons benefiting directly from the 
project or activity who reside within 
the EZ. 

(c) Exception criterion. In any case 
where a proposed project or activity, 
including activities outside of the des-
ignated area, would not meet the 
standards of paragraph (a) or para-
graph (b) of this section, HUD EZ 
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Grant Funds may be used where HUD 
determines that an implementation 
plan, accompanied by the facts that 
the EZ requests HUD to review and 
consider as justifying the exception, 
demonstrates substantial benefits to 
the EZ that would result from the 
project or other compelling reasons 
justifying the appropriateness of the 
implementation plan to the EZ’s stra-
tegic plan. A request by an EZ for an 
exception under paragraph (c) of this 
section will receive a response by HUD 
no later than 60 days from the date of 
the EZ’s request provided that the EZ’s 
request with all relevant information 
is considered complete no later than 45 
days from the date of the EZ’s request. 

§ 598.615 Economic development 
standards. 

(a) Economic development standards. 
The project or activity in an imple-
mentation plan submitted for HUD ap-
proval by an EZ to describe the 
planned use of HUD EZ Grant Funds 
must meet one of the following eco-
nomic development standards: 

(1) Business development assistance. An 
activity that involves assisting a busi-
ness in the EZ meets the standard, 
whether or not the business will create 
any new jobs. Any such activity must 
also meet the standards for benefiting 
a sufficient portion of EZ residents as 
required under § 598.610. Qualifying ac-
tivities include the use of HUD EZ 
Grant Funds to: 

(i) Assist in establishing a business; 
(ii) Expand a business, including ef-

forts to stimulate the development or 
expansion of microenterprises; and 

(iii) Assisting businesses that provide 
goods or services within the EZ to re-
main within the EZ. 

(2) Employment training and assistance. 
An activity that assists a person to 
take, or remain in, a job, subject to 
meeting the standards for benefiting a 
sufficient proportion of EZ residents as 
required under § 598.610, including: 

(i) Job training; 
(ii) Provision of child care; 
(iii) Transportation to or from the 

place of employment or the place 
where job training is taking place; or 

(iv) Counseling persons on job-related 
skills, such as how to interview suc-

cessfully for a job, and dress and act 
appropriately in the conduct of a job. 

(3) Educational assistance. The provi-
sion of educational assistance meets 
the economic development standard 
only if the EZ’s implementation plan 
demonstrates that such education will 
be provided to persons who cannot 
qualify for available jobs because of 
the lack of some specific knowledge 
that would be given them through the 
course(s) to be provided. Any edu-
cational assistance provided must also 
meet the standard for benefiting a suf-
ficient portion of EZ residents as re-
quired under § 598.610. 

(4) EZ administrative capacity. An ac-
tivity that increases the capacity of 
governance board members or staff of 
the EZ’s lead agency to carry out their 
roles with respect to economic develop-
ment projects expected to be assisted 
in support of the EZ’s strategic plan is 
eligible. This includes the cost of at-
tending a conference on economic de-
velopment. The use of HUD EZ Grant 
Funds for capacity building under this 
paragraph is deemed to provide ade-
quate benefit to EZ residents. 

(5) Public improvements. The provision 
of public improvements, such as exten-
sion of water or sewer capacity, or 
street widening, meets the economic 
development standard only if it is 
shown in the implementation plan that 
the lack of the improvements clearly is 
an impediment to the establishment, 
expansion or retention of one or more 
businesses in the EZ, and that the pro-
vision of the proposed public improve-
ment would be limited as much as fea-
sible to assisting the business or busi-
nesses. Any public improvements must 
also meet the standard for benefiting a 
sufficient portion of EZ residents as re-
quired under § 598.610. 

(b) Exception request. HUD may ap-
prove a project or activity that does 
not fall within any of the previous re-
view standards of this section if the EZ 
provides evidence that, in some way, 
the project or activity can reasonably 
be seen as meeting the economic devel-
opment standard. Such a project or ac-
tivity must also meet the standards for 
benefiting a sufficient portion of EZ 
residents as required under § 598.610. All 
requests for such an exception must be 
in writing, accompanied by the facts 
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that the EZ wants HUD to review and 
consider as justification. A request by 
an EZ for an exception under this para-
graph (b) will receive a response by 
HUD no later than 60 days from the 
date of the EZ’s request provided that 
the EZ’s request with all relevant in-
formation is considered complete no 
later than 45 days from the date of the 
EZ’s request. 

§ 598.620 Evaluation, monitoring, and 
enforcement. 

(a) Progress, evaluation, and moni-
toring. HUD will review the perform-
ance of an EZ’s use of HUD EZ Grant 
Funds for compliance with this subpart 
as part of its regular evaluation proc-
ess under 24 CFR 598.420, through on- 
site monitoring under 24 CFR 85.40(e), 
and by other appropriate means. 

(b) Warning letter. If HUD has reason 
to believe that an EZ is not carrying 
out its funded activities in accordance 
with any applicable requirements, in-
cluding the resident benefit and eco-
nomic development standards of this 
subpart, HUD may forward a warning 
letter to the EZ informing it of a po-
tential violation and recommending 
action to avoid a violation. A warning 
letter is not a prerequisite for any 
other action HUD may take. 

(c) Notice of violation. If HUD deter-
mines that there appears to be a viola-
tion in the use of HUD EZ Grant 
Funds, it will notify the EZ of the al-
leged violation and the action HUD 
proposes to take under 24 CFR 85.43 or 
its successor regulation or if appro-
priate, 24 CFR 598.430. 

(d) Response to notice. A notice sent to 
an EZ under paragraph (c) of this sec-
tion will provide the EZ with at least 
30 calendar days from the time HUD 
sends the notice to respond with any 
information to rebut or mitigate the 
alleged violation. 

(e) Final action. If the EZ does not re-
spond within the period specified pur-
suant to paragraph (d) of this section, 
HUD will make a final determination 
of the violation and may proceed to 
take the action proposed in the notice. 
If the EZ responds, HUD will consider 
the information received from the EZ 
and may request additional informa-
tion. After considering the information 
received from the EZ, HUD will notify 

the EZ of HUD’s final determination 
and action, affirming, modifying, or re-
pealing HUD’s initial determination of 
an alleged violation and proposed ac-
tion. 

PART 599—RENEWAL 
COMMUNITIES 
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